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A, REGISTRANT IDENTIFICATION

NAME OF BROKER-DEALER: Pali Capital, Inc.
QFFICIAL USE ONLY
FIRM ID. NO,

ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.Q. Box No.)

650 Fiith Avenue

{No. and Street}
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(City) (State) (Zip Code)

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO TS REPORT

David Wasitowsaki 212-259-2600
(Area Code = Telsphone No.)

B. ACCOUNTANT IDENTIFICATION
INDEPENDENT PUBLIC ACCOUNTANT whosc opinion is contained in this Repori*

J.H.Cohn LLP
(Name - if individual, state lost, first, middie name )
111 Great Neck Road Great Neck New York 11021
(Address) (City) {State) (Zip Code)
CHECK ONE:

O Certified Public Accountant

[# Public Accountant

[ Accountant not resident in United States or any of its possessions PR@C ESSED

FOR OFFICIAL USE ONLY 4 I j‘fiﬁ« DB%

*Claims for exemption from the requirement that the arnnual report be covered by the opinion of an independent public accountant
must be supporied by a statement of facts and circumstances refied on as the hasis for the exemption. See section 240.17a-3(¢)(2).
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OATH OR AFFIRMATION

1, David Wasitowski , swear (or affirm) that, to the
best of my kmowledge and belief the accompeanying financial statement and supporting schedules pertaining to the firm of
Pali Capita), Inc. , 85 0f
December 31, 20 03, are true and correct. | further swear (or affirm) that neither the company

nor any partner, proprietor, principal officer or director has any proprietary interest in any secount classified solely as that of
& customer, except &s follows:

]
y .
YL TTR D
o 7 Signature
! Chief Financial Officer
/ Title
il

/ ! rid / Notary Public GILA KAPLAN

Public, State of New York
Notary No. 02KA6041446

ified in Kings County

This report** contains {check alf applicable boxes): Con?fﬁgg:: E’“’i’esg 05/0800_0_@

(a) Facing page.

(b) Statement of Financial Condition.

(¢} Statement of (ncome (Loss).

(d) Statement of Cosh Flows.

(e) Statement of Changes in Stockholders' Equity or Partners' or Sole Proprietor's Capital,

(D) Statement of Changes in Liabilitics Subordinated to Claims of Creditors.

{g) Computation of Net Capital.

(h) Computation for Determination of Reserve Requirements Pursuant 1o Rule 15¢3-3.

(i) Information Relating to the Posscssion or control Requirements Linder Rule 15¢3-3,

() A Reconciliation, including appropriate explanation, of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Rescrve Requirements Under Exhibit A of Rule 15¢3.3,

(k) A Reconciliation between the audited and vnaudited Statements of Financial Condition with respect to methods of con-

solidation.
{1} An Qsth or Atfirmation.
{m) A copy of the $1°C Supplemcntal Report.

O EaOCORICICIGARARIE]

(n) A rcport describing any material inadequacies found to exist or found to have existed since the date of the previous audit.
{0) Independent auditor's report on internal accounting control,

(p) Schedule of segregation requirements and funds in segregation~-customers' regulated commodity futures account
pursuant to Rule 171-5,

3R

*+For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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Es J.H.COHN e

Your Source far Busiess Solutions™ . ' Accountants & Consultants

117 Great Neck Road » Suite 201 + Great Neck, NY T1021 « 516-482-4200 + fax 516-487:7049 « wwwjbcohn.com

REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS

To the Board of Directors
Pali Capital, Inc.

We have audited the accompanying stztement of financial condition of Pali Capital, Inc. as of
December 31, 2003, and the related statements of income, changes in stockholder’s equity and
cash flows for the year then ended that you are filing pursuant to rule 17a-5 under the Securities
Exchange Act of 1934. These financial statements are the responsibility of the Company’s
management. Our responsibility is to express an opinion on these financial statements based on
our audit.

We conducted our audit in accordance with auditing: standards generally accepted in the United
States of Ametica. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement,
An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements. An audit also includes assessing the accounting principles used and
significant estjmates made by management, as well as cvaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present, in all material respects, the
financial position of Pali Capital, Inc. as of December 31, 2003, and its results of operations and
cash flows for the year then ended, in conformity with accounting principles generaily accepted
in the United States of America.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements
taken a3 a whole. The information contained in Schedule I is presented for the purposes of
additional analysis and is not a required part of the basic financial statements, but is
supplementary information required by rule 17a-5 under the Securities Exchange Act of 1934,
Such information has been subjected to the auditing procedures applied in the audit of the basic
financial statements and, in our opinion, is fairly stated i in all matenal respects in relation to the
basic financial statements taken as a whole.

}

eat Neck, New York
February 18, 2004

2.
[ ]
L

Offices in New York, New Jersey, Californla and Cayman islands
Worldwide Associations through Member Firms of 5C fnternational



LEVINE LEVINE MEYROWITZ

- PALICAPITAL, INC.

STATEMENT OF FINANCIAL CONDITION
DECEMBER 31,2003 -

ASSETS
Cash and Cash Equivalents
Receivable from Broker-Dealers
Securities Owned:
Marketable, At Market Value
Non-Marketable
Other Receivables '
Property and Equipment, Less Accumulated Dcprt,mauon and Am()rtwat\on
Due From Related Parties C
Other Assets

TOTAL
LIABILITIES AND STOCKHOLDER’S EQUITY
LIARILITIES |
Securities Sold, Not Yet Purchased, at Market Value
Accrued Expenses and Taxes
Capital Lease Obligations
Due to Related Parties

TOTAL LIABILITIES

COMMITMENTS AND CONTINGENCIES

STOCKHOLDER'S EQUITY
Common stock, $500 par value — 200 shares authorized;

60 shares issued and outstanding,
Additional Paid-in Capital
Retained Eatnings

TOTAL

TOTAL

'~ See Notes to Finahéial Statements.

3-

$ 2,285,990
7,095,459

2,274,775
20,100
376,177

- 936,157
146,071
380,929

$13,515,658

$ 1,852,080
8,252,249
3,353
153,894

10.261,576

30,000
2,293,924
930,158
3,254,082

2005



LEVINE LEVINE HEVROWITZ

PALICAPITAL INC.
STATEMENT OF INCOME
YEAR ENDED DECEMBER 31. 2003

REVENUES

Commissions

Interest and Dividends
Trading Income
Corporate Finance Fees
Other Revenues

Total

EXPENSES

Commissions and Clearance Charges
Depreciation and Amortization
Employee Compensation and Benefits
Management and Advisory Fees
Occupancy ‘

Office and Other Expenses
Corporate Finance Fee Expense
Professional Fees :
Communication and Data Processing
Contributions

Business Development

" Imterest

Total
Income Before Provision For Income Taxes
Provision For Income Taxes

NET INCOME

See Notes to Financial Statements.

4-

$ 35,178,434
111,094
3,261,770
3,925,898
328.802

42 .805.998

24,481,764
249,332
4,245 823
1,180,943
1,296,106
721,423
3,470,179
1,133,913
2,121,959
131,280
3,400,408
38 637

42,471,767
334,231

177.822

§ 156409
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PALI CAPTTAL. INC.
STAT QF C GES IN STOCKHOLDER’S EQUITY
YEAR ENDED DECEMBER 31. 2003

Common Additional Paid- Retained
Stock in Capital Earnings Total

Balance — Beginning of Year § 30,000 $ 2,293,924  § 773,749 $ 3,097,673
Net Income . 0- 0. __156.409 156,409

Balance — End of Year 5.30,000 §2,293.924 $ 930,158 $ 3254082

See Notes to Financial Statements.
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PALI CAPITAL. INC.
STATEMENT OF CASH FLOWS
YEAR ENDED DECEMBER 31, 2003

erating Activities:

Net Income | $ 156,409
Adjustments To Reconcile Net Income
To Net Cash Provided By Operating Activities:

Depreciation and Amortization v 249332
Provision For Doubtful Accounts 151,500
Changes in Operating Assets and Liabilities: o
Securities Owned, Net 520,191
Receivable From Broker-Dealers C e (6,476,210}
Other Receivables " (364,569)
Other Assets : ' 148,210
Accrued Expenses and Taxes 3,790,008
Change In Due To/From Rclaxcd Parties 37.800
Net Cash Provided By Operating Activities 212,671
Investing Activitics:
Proceeds From the Sale of Fixed Assets 1,325,000
Purchase of Fixed Assets : ‘ ' _(1.259.415)

65,585

Net Cash Provided By Investing Activities

Financing Activities:

Payment of Capital Lease Obhganons ' (33.312)
Net Increase In Cash and Cash Equivalents 4 _ 244,944
Cash And Cash Equivalents At Beginning Of Year -~ . - 2.041.046
Cash And Cash Equivalents At End Of Year | | § 2285990

SUPPLEMENTAL DISCLOSURE OF CASHFLOW DATA:

Interest Paid v 38637
Income Taxes Paid ' $ 110013

See Notes to Financial Statements.
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LEVINE LEVINE MEYROWITZ

PALICAPITAL, INC.
NOTES TO FINANCIAL STATEMENTS

NOTE J — NATURE OF ORGANIZATION:

Pali Capital, Inc, (the “Company™) is a broker-dealer registered with the Securities and Exchange
Commission (the “SEC”) and is a member of various exchanges and the National Association of
Securities Dealers, Inc. (“NASD™). The Company is also a market maker in certain securities and
engages in syndicate underwriting and investment banking scrvices. The Company, a Delaware
corporation, is a wholly-owned subsidiary of Euram Investment Bank AG (the “Parent”).

The Company has an agreement with amother broker-dealer (the “clearing broker”) to clear
transactions, carry customers’ accounts on a fully-disclosed basis and perform record keeping
functions and, consequently, operates under the exemptive provisions of SEC Rule 15¢3-

I(2) ). |
NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

Security Transactions: :

Securities transactions and related commission revenue and expenses are recorded on a trade date
basis. Investment revenue is recorded on an accrual basis. Marketable securities are valued at
market value and securities not readily marketable are valued at fair market value as determined
by management.

Cash Equivalents:

The Company defines cash equivalents as all short-term highly liquid investments w1th original
maturity dates less than 90 days

Commissions;

Commissions and related clearing expenses are recorded on a trade-date basis as securities
transactions oceur,

Corporate Finance Fees: :

Corporate finance fees are investment banking revenucs, whmh include gaing, \osses and fees, net
of syndicate ¢xpenses, arising from securities offerings in which the Company acts as an
wnderwriter or agent. Investment banking revenues also include fees earmed from providing
merger-and-acquisition and financial restructuring advisory services. Investment banking
management fees are recorded on the offering dare, sales concessions on the settlement date, and
underwriting fees at the time the underwriting is completed and the income is reasonably
determinable.

Structured Product Fees:

Structured product fees and refenal fees are recorded on an accrual basis and recognized as
earned.

Foreign Currency Transactions:
Gains or losses resulting from foreign currency transactions are included in net income. Such
transactions were not material in 2003,

T
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LEVINE LEVINE MEYROWITZ

PALICAPITAL INC.
NOTES TO FINANCIAL STATEMENTS

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (continved)

Use of Estimates:

To prepare financial statements in accordance with accountmg principles generally accepted in
the United States of America, management makes certain estimates and assumptions, where
applicable, that affect the reparted amounts of assets and liabilities at the date of the financial
statements, as well as the reported amounts of revenues and expenses during the reporting period.
While actual results could differ from those estimates, management docs not expect such
variances, if any, to have a material effect on the financial statements.

Depreciation and Amortization:

Depreciation is provided on both a strmght-lme and accclcratcd basis using estimated lives of five
to seven years. Leasehold improvements are amomzed over the lesser of the economic useful life
of the improvement or the term of the lease.

Income Taxes: ‘

The Company accounts for income taxes in accordance with Statement of Financial Accounting
Standards No. 109 “Accounting for Income Taxes”, which requires the recognition of deferred
income tax assets and liabilities. Deferred income taxes are measured by applying enacted
statutory rates in effect at the balance sheet date to the differenceés between the tax bases of assets
and liabilities and their reported amounts in the financial statements. The resulting deferred tax
asset or liability is adjusted to reflect changes in tax laws as they occur. Deferred income taxes
were immaterial as of December 31, 2003. '

Concentrations of Credit Risk:

Financial instruments that potentially subject the Comp:my to concentrations of credit risk consist
principally of cash and cash equivalents and receivables from brokers and dealers. The Company
maintains its ¢cash and temporary cash investments in bank deposit and other accounts, the
balances of which, at times, may exceed Federally insured limits. Exposure to credit risk is
reduced by placing such deposits in high credit quality financial institutions.

The Company closely monitors the extension of credit to its customers while maintaining
allowances for potential credit losses, if required. On a periodic basis the Company evaluates its
accounts receivable and establishes an allowance for doubtful accounts, if required, based on a
history of write-offs and collections and cufrent credit condmons

NOTE 3 - RECEIVABLE FROM BROKER-DEALERS AND CLEAR]NG ORGANIZATIONS

Amounts receivable from broker-dealers and oleanng organmanons at December 31, 2003 consist
of the following:

Receivable from Clearing Organizations $6,005,553

Commissions Receivable, Net of Allowance .
for Doubtful Accounts of $151,500 ' 1,089.906
Total S $7,095,459
. . IS
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PALI CAPITAL. INC,
NOTES TO FINANCIAL STATEMENTS

NOTE 4 — SECURITIES OWNED AND SOLD, NOT YET PURCHASED:

Marketable, securities owned and sold, not yet purchased consist of trading and investment
securities at market, as follows:

Sold, Not

Qwned Yet Purchased
Corparate Stocks $2.258,475 $1,837,080
Options and Warrants 16.300 15,000
Totals $2.274,775 $1852080

Seturities not readily marketable include investment securities for which there is no market on a
securities exchange or no independent publicly quoted market, -

NOTE 5 —PROPERTY AND EQUIPMENT:
Property and equipment ar¢ stated at cost.

At December 31, 2003, property and eqmpment consxsted of thc followmg

g1_f§ : Amount
Furniture and Fixtures 5-7yrs. $ 220,645 .
Computer Equipment 5 yrs. - 154,738
Lcasehold Improvements  5-10 yrs, 1,214,676 .
Capital Leases 3<7 yrs. 254062
- 1,844,121
Less Accumulated Depreciation :
and Amortization 907.964
Totals _ - £.936157

Depreciation ané amortization expense was $249,332 for the year ended December 31, 2003,
which included amortization of capital leases of $29,967.

NOTE 6 - RELATED PARTY TRANSACTIONS:

Due from related parties consists of $93,874 of advances to and expenses paid on behaif of a
stockholder of the Company’s Parent, $16,500 for allocated expenses to Clifden Futures, LLC, a
company owned by a stockholder of the Company’s Parent and $35,697. for allocated cxpenses to
a company, Cresswell Capital, LLC, whose member is an officer of the Company.



LEVINE LEVINE MEYROWITZ

PALI CAPITAL INC,
NO’I'ES 10 FINANCIAL STATEMENTS

NOTE 6 — RELATED PARTY TRANSACTIONS: (continued)

Due to related parties consists of a balance of $31,142 due on the monthly management fee to 2
commonly owned company, $1,871 owed to the Company’s Parent, and $120,881, owed to
Clifden Equities, LLC, a company owned by a stockholder ot the Company s Parent.

Included in business development expense is $537,117 under dry lease: agrccments paid to Pavia
Place, LLC and Pavia II, LLC, of which a member of each is an officer of the Company. These
agreements require the Company to pay aircraft rental to Pavia-Place LLC and Pavia I, LLC,
including 2 prorated share of a monthly management fee. - In addition, included in commumication
and data processing expenses is $107,924 paid to Pavia Place; LLC for equipment rental.

Included in revenue is structured prbduct fees of $165,901. These fees result from the joint
marketing of structured products with the Company’s Parent.

During the year ended December 31, 2003, the Comﬁény paid $50,000 for consulting to a
company owned by the Chief Operating Officer of the Company. _

Included I commissions and clearance charges is commission expense in the amount of
$1,564,190 incurred to Clifden Equitiés, LLC and $18,824 incurred to Reifler Capital Advisors,
Ine. which is owned by an officer of the Company

During 2004, the Company mcurrcd a management fee of $25 000 per month totaling $300,000
for various services prowded by Euram Corporate Services, -a: commionly owned company. In
addition, the Company is required to pay its Parent an adv150fy fee of 1. 75% of gross revenues,
whlch totaled $750,000 for fhc year ended December 31 2003

The Company paid Clifden Futures, LLC an ad\qsory fee ot $1 30 943 dunng 2003

NOTE 7 - CAPITALIZED LEASE OBLIGATION:

The Company obtained computer, tclephone and- office equipment under various capital leases
expiring through 2004, The assets and liabilities under capital leases arc recorded at the lower of
the present values of the minimum lease payments or the fair values of the assets. The assets are
included in property and equipment and ar¢ depreciated over their estimated useful lives.

As of December 31, 2003, minimum fﬁture lease paﬁénté 'urr1de1’~ said capital leases are:

- Amount
Total Minimum Lease Payments : $ 4,196
Less Amounts Representing Interest C 843
Net Minimum Lease Payments - 3 ;;;wg-; = .

<
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, PALI CAPITAL. INC. -
NOTES TQ FINANCIAL STATEMENTS

NOTE 8§ - COMMITMENTS AND CONTINGENCIES:

Leases Commitments

The Company financed a portion of its acquisition of furmture and cquipment through sale-
leascback transactions with both related and unrelated parties. The fixed assets were sold at their
net book value and the resulting leases qualify and are accounted for as operating leases. The
Company does not have any retained or contmgent mterests m the sold assets nor does the
Cornpany provide any guarantees

The Company leases office space under non-cancelablc operatmg leases in New York City and
Mt. Kisco, New York. The Company is reimbursed on' a month-to-month basis for office space
shared with various soft dollar commission clients. In addition, the Company leases furniture,
computer equipment, and transportation equipment under various non-cancelable operating leases
* expiring through 2007 from both related and unrelated parties.

Rent expense, which is net of reimbursement of $850,874, is included in occupancy expense,

cotmmumication and data processing. Rent expense, of which $107,924 was incurred to related
parties, was $1,706,930 for the year ended December 31, 2003.

The Company is obligated, pursuant to various lease agreements, to pay minimum future annual
rentals for the years subsequent to December 31, 2003, as indicated below. In addition, there are
escalation clauses for adjusting rent to reflect increased costs for certain leases.

Year Ending - . Personal Property |

December 31, Real Property . ‘Unrelated Related Total
2004 $ 1,941,828 $ 579,133 § 377,358 $ 2,898,319
2005 1,662,161 ’ 522,132 283,092 2,467,385
2006 1,676,517 329,351 - 283,092 2,288,960
2007 1,760,704 44,551 L I ) R 1,805,255
2008 1,760,704 E e T L ( 1,760,704
2009-2012 6.237.030 __0- --0- 6,237,030
Totals $15,038,944 § 1475167  §..943 242 $174357,653

-11-
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LEVINE LEVINE MEYROWITZ

PALI CAPITAL INC, -
NOTES TO FINANCIAL STATEMENTS

NOTE § - COMMITMENTS AND CONTINGENCIES: (continued)

Leases Commitments (continued)
The Company has provided the landlord of its New York City location with an irrevocable stand-
by letter of credit in the arnount of $1,500,000 as collateral for the lease.

Contingencies

The Company is engaged in various trading and btokerage activities in which counterparties
primarily include broker-dealers, banks' and other financial institutions. In the event
counterparties do not fulfill their obligations, the Company may be exposed to risk. The risk of
default depends on the creditworthiness of the counterparty or issuer of the instrument. 1t is the
Company’s policy to review, as necessary, the credit standing of each counterparty.

The Company’s custommer securities activitics are transacted on either a cash or margin basis. In
margin transactions, the Company's clearing broker extends-credit to the customer, subJect to
various regulatory and internal margin requirements, collateralized by cash and securities in the
customer’s account. As a result of guaranteeing customer margm balances carried by the clearing
broker, the Company may be exposed to off-balance-sheet risk in the event margin requirements
arc not sufficient to fully cover losses which the customer may incur. Margin accounts
guaranteed by the Company at December 31, 2003 were not material.

Securities sold but not yet purchased represent obligations of the Company to deliver the
specified security at the contracted price and thereby create a liability to repurchase the security
in the market at prevailing prices. -Accordingly, these transactions result in off-balance-sheet risk
as the Company’s ultimate obligation to satisfy the sale of sccurities sold but not yet purchased
may ¢xceed the amount recognized in the statement of financial condition,

Additionally, the Company is exposed to off-balance-sheet risk of loss on transactions during the
period from the trade date to the settlement date, which is generally three business days. [If the
customer fails to satisfy its contractual obligations to the clearing broker, the Company may have
to purchase or sell financial instruments at prevaﬂmg market prices in order to fulfill the
customer’s obligations. Settlement of these transactions 18 not expected to have a material effect
on the Company’s financial position. :

The Company seeks to control the risks assocxated W1th 1ts customers activities by requiring
customers to maintain margin collateral in ‘complianice with various regulatory and clearing
broker guxdelmes The Company monitors required margin levels daily and, pursuant to such
guidelines, requires the customers to deposit additional collateral or to reduce positions, when
necessary.

Employment Contract

The Company has entered into an employment agreement with its Chief Executive Officer,
expiring September 30, 2006. The agrecmem prowdes for compenbatlon to be pald based on a
percentage of revenues. .

-132-
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PALI CAPITAL . INC.
NOTES TO FINANCIAL STATEMENTS

NOTE 9 - EMPLOYEE BENEFIT PLANS -

All full time employees who meet certain age and length of service requirements are eligible to
participate in the Company’s 401(k) plan. The plan provides for discretionary contributions by
the Company in such amounts as the Board of Directors may annually determine. LEmployer
contributions charged to operations and accrued as of and for the year ended December 31, 2003
was $40,000. ' .

NOTE 10 - OTHER REVENUES:

Other revenues consist of the following:

Structured Product Fees - - § 165,901
Referral Fees 69,350
Other Income 93551
Total S $328R02 -

NOTE 11 - INCOME TAXES;

The provision for income taxes consists of the following:

Cuarent: : ‘
Federal o $ 130,123
State and Local = _47.699
Total IR s X7

The disproportionate provision for income taxes results from certain expenses which are not
deductible. '

NOTE 12 - NET CAPITAL REQUIREMENTS:

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule
(rule 15¢3-1) which requires the maintenance of minimum net capital and requires that the ratio
of aggregate indebtedness to net capital, both as defined, shall not exceed 15 to 1. At December
31, 2003, the Company had net capital of $814,656, which was $254,008 in excess of its
minimum required net capital of $560,648. The Company's net capital ratio was 10.32 to 1.

-13- -
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SCHEDULE I

“ PALICAPITAL, INC.
COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1
QF THE SECURITIES AND EXCHANGE COMMISSION
DECEMBER 31, 2003 '
NET CAPITAL N R |
Total Stockholder’s Equity - IR | $ 3,254,082
Deductions _ | '
A. Non-Allowable Assets
Other receivables ' § 522248
Non-Allowable Reccivables - 177,080
Non-Allowable Investments - 20,100
Property and Equipment —~ Net _ .. .. 936,157 .
Other Assetsv _380.92%
Total Non-Allowable Assets 2.036,514
Net Capital Before Hairouts On Securities
Positions (Tentative Net Capital) ‘ 1,217,568
Haircut On Securities - o o
Stocks - 304641
Options ' ‘ , - 15,650
Other 73395 ¢
Undue Conceritration ' ‘ - 78226 402912
Net Capital Lt § 814656
AGGREGATE INDEBTEDNESS
Ttems Included In Statement Of Financial Condition
Accrued Expenses S - $8,252,249
Capital Lease Obligations - o .. 3,533,
Due to Related Partics 153,894
TOTAL | $ 8,400,676
COMPUTATION OF BASIC NET CAPITAL REQUIREMENTS
Minimum Net Capital Required S 560,648
TOTAL NET CAPITAL o S 814,656
Excess NetCapital B $..234.008

-14-
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‘ : SCHEDULE I (continued)
= PALICAPITAL INC. - | :
COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1

QF THE SECURITTES AND EXCHANGE COMMISSION
DECEMBER 31, 2003

Net Capital Deficiency at 1,000% - $ . (26312)
RATIO OF AGGREGATE INDEBTEDNESS TO NET CAPITAL 1032101
RECONCILIATION WITH COMPANY’S COMPUTATION : -

(INCLUDED IN PART I[A OF FORM X-174-5 AS OF

DECEMBER 31, 2003)

Net Capital, As Reported In Company"s Part TA

(Unaudited) Focus Report ‘ | ‘ ‘ $ 993,630
Non Allowable Receivables Eiron_coﬁsly :

Reported as Allowable S (177,080)
Other Audit Adjustments S (1,894)
NET CAPITAL PERABOVE R § 814,656
AGGREGATE INDEBTEDNESS AS: REPORTED IN THE -

COMPANY’S PART T1A (UNAUDITED) FOCUS REPORT $ 8,559,086
Audit adjustment - Accrued Expenses’ P (149.410)
AGGREGATE INDEBTEDNESS PER ABOVE PR $.8.409.676

See Report of Independent Public Accountants.
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